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2OFFICE OF MANAGEMENT AND BUDGET
Revisions to OMB Circular No. A-125 are proposed to implement provisions of the
Prompt Payment Act Amendments of 1988 (see the 4/14/89 Fed. Reg., pp. 15053-62). 
In addition to implementing the amendments to the Act, 0MB said the revised 
circular is reorganized to clarify its provisions and includes answers to 
questions that have been raised by Federal agencies and contractors. The 
following sections have been added to the circular: Reporting requirements; 
Application; Required documentation; Required notices to contractors; Payment 
without evidence that supplies have been received; Interest penalties due farm 
producers; Interest penalties under construction contracts, and Relationship to 
other laws. A list of changes made in response to the new legislation is also 
included in the notice. Among the changes cited are the following: 1) The 
15-day grace period is eliminated effective 4/1/89; 2) For the purpose of
calculating whether timely payment has been made, acceptance is considered to 
have been made on the seventh day after delivery of goods or performance of 
service or on the date of acceptance if acceptance occurred before the seventh 
day after delivery of goods or performance of service, or at the conclusion of a 
longer period for acceptance if specified in the solicitation and included in the 
contract; 3) The date of receipt must be the date on which the invoice is first 
received by the place or person designated by the agency in the contract; 4) The 
interest rate in effect at the time the payment became late, not at the time the 
payment was made, is the rate at which interest shall be paid; 5) Contractors 
must be notified of the amount of an interest penalty payment, the interest rate 
used to calculate the penalty, and the period of time to which the penalty 
applies; and 6) An additional penalty must new be paid when the agency is owed a 
late payment interest penalty, fails to pay the penalty within 10 days after 
making the late payment, and if the contractor makes a written request no later 
than 40 days after the date of the payment. Comments will be accepted until 
5/30/89. For further information after reading the notice, contact Marvin 
Saunders at CMB at 202/395-3066.
SMALL BUSINESS ADMINISTRATION
Susan Engeleiter was confirmed as the Administrator of the SBA on 4/19/89 by the U.S.
Senate. Mrs. Engeleiter has served as the senate minority leader in the 
Wisconsin State Senate for four years and as the assistant minority leader from 
1982-84. She was first elected to the Wisconsin Senate for the 33rd district in 
1980. She was also a candidate for the United States Senate.
TREASURY, DEPARTMENT OF
Leon Moore, CPA, has been appointed regional commissioner for the IRS Central Region
headquartered in Cincinnati, the IRS announced. The regional commissioner is 
responsible for Federal tax matters in OH, MI, KY, WV, and IN. In Fiscal Year 
1988, taxpayers in these states filed 22.7 million returns and paid $114.7 
billion in Federal taxes, the IRS said. Mr. Moore served as assistant regional 
commissioner for examination for the Midwest Region prior to his new appointment. 
He has also served as assistant regional commissioner for audit for the Midwest 
Region and for compliance. From 1980-86, Mr. Moore was the assistant district 
director in Chicago. He also has served in several audit positions, including 
two years as chief of the audit division in Pittsburgh. Mr. Moore has twice 
received the commissioner's award, the highest award presented within the IRS. 
In 1980, he received it for significant contributions in the area of compliance, 
and in 1988, for outstanding leadership. Mr. Moore has been a member of the 
AICPA since 1967.
3TREASURY, DEPARTMENT OF
Procedures for making audio recordings of taxpayer interviews during examination and
collection proceedings is the subject of IRS Notice 89-51. The IRS said requests 
to make such recordings would be approved under the following conditions: 1) The 
taxpayer or authorized representative supplies the recording equipment; 2) The 
IRS may make its own recording; 3) The recording takes place in a suitable 
location, ordinarily an IRS office were equipment is available for the IRS to 
make its recording; 4) All participants, other than IRS personnel, must agree to 
the audio recording and all participants must identify themselves and their roles 
in the proceeding. The notice also defines "taxpayer interview" as a "meeting 
between an officer or employee of the Examination function, the Employee Plans 
and Exempt Organization function, or the Collection function of the Service, and 
a taxpayer or authorized representative, as defined in section 7520(b)(2), when 
the determination or the collection of any tax is at issue." The IRS also noted 
that if the taxpayer clearly states to an IRS officer or employee at any time 
during any interview (other than an interview initiated by an administrative 
summons) that he or she wants to consult with an attorney, CPA, enrolled agent, 
enrolled actuary, or any other person permitted to represent the taxpayer, then 
the interview must be suspended, regardless of whether the taxpayer has answered 
one or more questions up to that point. Notice 89-51 is scheduled to be 
published in Internal Revenue Bulletin 1989-17, dated 4/24/89. For further 
information after reading the notice, contact Marcia F. Rachy at the IRS at 
202/566-3886.
Public comment is solicited on an advance notice of proposed rulemaking concerning
forms and instructions (including Forms 2848 and 2848-D and their instructions) 
regarding powers of attorney required for representation of taxpayers before IRS 
and tax information authorizations required for the appointee of a taxpayer to 
receive or inspect confidential information in a specified tax matter (see the 
4/19/89 Fed. Reg., pp. 15779-80). The proposed rule would also revise the IRS' 
Conference and Practice Requirements contained in sections 601.501-601.509 of 
Title 26 of the Code of Federal Regulations. The IRS said it was considering the 
revisions "in order to simplify and clarify the procedures and requirements 
involving representation of taxpayers before the IRS." Comments should be 
delivered or mailed by 6/16/89. For further information after reading the 
notice, contact D. LaMar Whitman at the IRS at 202/535-6787.
Guidance concerning quarterly installments for contributions to pension plans under
section 412 (m) of the Internal Revenue Code has been issued by the IRS in Notice
89-52. The notice also provides a transitional rule regarding the amortization
period for experience gains and losses determined in the valuation for plan years 
beginning on 1/1/88, the IRS said. Code section 412 (m) was added by the Omnibus 
Budget Reconciliation Act of 1987. The section applies to plan years beginning 
after 12/31/88 and requires that a portion of the required minimum funding for a 
nonmultiemployer plan for a plan year be contributed by the employer in quarterly 
installments within 15 days after the end of each quarter of the plan year. 
(However, the notice said that interest penalties for the first quarterly 
installment for the 1989 plan year will not apply until 30 days after the 
publication of the notice in the Internal Revenue Bulletin.) For plan years 
beginning after 12/31/87, experience losses and gains for nonmultiemployer plans 
are to be amortized over a 5-year period instead of a 15-year period. The IRS 
said that, in general, each quarterly installment is equal to the applicable 
percentage of the Required Annual Payment (RAP). The RAP for any plan year is 
the lesser of 90 percent of the amount required to be contributed to the plan 
under section 412 for the current plan year or 100 percent of the amount required 
to be contributed to the plan for the preceding plan year. The applicable 
percentage is defined to be 6.25 percent for plan years beginning in 1989, 12.5
4percent for plan years beginning in 1990, 18.75 percent for plan years beginning 
in 1991, and 25 percent for plan years beginning after 1991. The treatment of 
credit balances is also addressed by the notice. Notice 89-52 is scheduled to be 
published in Internal Revenue Bulletin 1989-15, dated 5/8/89. For further 
information after reading the notice, contact the IRS Employee Plans Technical 
and Actuarial Division between the hours of 1:30 p.m. and 4:00 p.m. EOT at 
202/566-6783.
Guidance about hew taxpayers may amend their 1987 individual income tax returns
because of retroactive changes in the alternative minimum tax (AMT) computation
was issued by the IRS in release IR-89-48. The release also explains how some 
taxpayers who have to amend last year's tax returns can avoid paying interest on 
the additional tax. The IRS said it will mail notices in June to taxpayers 
affected by the changes to advise them of the need to file amended returns, but 
that taxpayers do not need to wait to amend their returns until they receive the 
notice. According to the IRS, the Technical and Miscellaneous Revenue Act of 
1988 (TAMRA) requires taxpayers to add the value of personal exemptions back into 
taxable income when computing alternative minimum taxable income. TAMRA became 
law in October 1988, making the provision retroactive to 1987 tax returns and 
increasing the AMT. While the change in the AMT computation was not enacted 
until after the filing deadline, the IRS said some taxpayers anticipated that the 
pending legislation would be approved and filed 1987 returns adding back the 
value of the exemption when computing AMT. Since the IRS must process returns 
according to the existing law, the Service said it corrected such returns and 
refunded the overpayments. The IRS said that these taxpayers must now amend 
their returns and pay the additional tax, but will not be charged interest if 
they follow special instructions. These taxpayers should file amended returns 
(Form 1040X) and pay any tax due by 11/1/89. Taxpayers who qualify for the 
interest waiver should write ”AMT INTEREST WAIVER" in the upper left comer of 
Form 1040X and attach a copy of the originally filed Form 6251, "Alternative 
Minimum Tax - Individuals." The amended returns should be filed at the Service 
Center where the taxpayer filed his or her original 1987 return. Taxpayers who 
did not add back the value of the personal exemptions when figuring their 
original AMT must also amend their 1987 returns. The IRS said interest will be 
charged on these returns and taxpayers may wish to file as soon as possible to 
avoid additional interest. Copies of IR-89-48 are available from the IRS by 
calling 202/566-4054.
SPECIAL: AICPA OUTLINES OBJECTIONS TO TELEMARKETING FRAUD LEGISLIATION IN LETTER TO HOUSE
SUBCOMMITTEE
Legislation intended to prevent telemarketing fraud and abuse, as presently drafted,
could be applied to existing forms of civil litigation in which accountants are
often parties, a letter from the AICPA to Rep. Thomas A. Luken (D-CH), chairman 
of the House Energy and Commerce Subcommittee on Transportation and Hazardous 
Materials, warned. The letter, which was signed by Bernard Z. Lee, AICPA deputy 
chairman - federal affairs, was submitted for inclusion in the record of the 
Subcommittee's 3/16/89 hearing on H.R. 1354, the "Telemarketing Fraud Prevention
Act of 1989." The letter stated, "__The AICPA asks the Subcommittee to address
the serious flaws...in the bill...that threaten to disrupt civil litigation in 
areas reaching far beyond what we believe is the intended target of this 
legislation. As presently drafted, the broad civil remedies created in Sections 
4 and 5 of the bill, when combined with the broad definition of telemarketing in 
Section 8 of the bill, will allow most disagreements where the medium of the 
telephone has been employed in making the sale of goods or services to be 
transformed into federal telemarketing fraud claims. Because of the 
extraordinary remedies that would be available under this legislation.. .it is 
likely to join the civil provisions of RICO as the cause of action of choice for
5plaintiffs in a wide variety of business disputes.” Mr. Lee noted that the 
accounting profession is concerned particularly with the "potential to convert 
claims traditionally subject to the federal securities laws into telemarketing 
fraud claims." He said that the accounting profession "is already subject to an 
extensive system of oversight and regulation both at the state and federal 
levels," which provide "avenues for redress." Mr. Lee also said, "We are unaware 
of any evidence of the type of egregious misconduct with which the Subcommittee 
is concerned in the marketing of accounting services by telephone." The letter 
concluded by urging the Subcommittee to make changes in H.R. 1354 so that the 
bill "addresses effectively true 'telemarketing' fraud, while at the same time it 
avoids reaching beyond the intended targets of the legislation and avoids 
disrupting unnecessarily other statutory and regulatory systems and established 
civil remedies."
SPECIAL; HEARING ANNOUNCED ON CHAIRMAN ROSTENKOWSKI'S SECTION 89 BILL
A House Wavs and Means Committee hearing on H.R. 1864. legislation introduced by
Rep. Dan Rostenkowski (D-IL), who is the chairman of the House Wavs and Means
Committee, to simplify the non-discrimination rules applicable to employee
benefit plans under section 89 of the Internal Revenue Code, has been announced 
by Chairman Rostenkowski. The hearing is scheduled for 5/2/89 beginning at 10:00 
a.m. in Room 1100 of the Longworth House Office Building. H.R. 1864 was 
introduced 4/13/89 (see the 4/17/89 Wash. Rpt.). Individuals interested in 
testifying at the hearing must submit their request by telephone to Harriett 
Lawler or Diane Kirkland at 202/225-1721 by close of business 4/24/89. The 
telephone request must be followed up with a written request to Robert J. 
Leonard, Chief Counsel, Committee on Ways and Means, U.S. House of 
Representatives, 1102 Longworth House Office Building, Washington, D.C. 20515. 
Written statements for the hearing record will be accepted until the close of 
business 5/12/89. For further information, contact the Ways and Means Committee 
staff at 202/225-1721.
6For further information contact Shirley Twillman at 202/737-6600
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